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The answer is in the flush language of section 6662A(b)(1), which says " For purposes of subparagraph 
(A), any reduction of the excess of deductions allowed for the taxable year over gross income for such 
year, and any reduction in the amount of capital losses which would (without regard to section 1211) be 
allowed for such year, shall be treated as an increase in taxable income."

Let me know if this doesn't answer your question.
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